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ABSTRACT 



Using the High School and Beyond dataset, this report 
assesses the importance of social capital in determining academic outcomes of 
Latino youth. An introduction explains J. S. Coleman's definitions of 
financial, human, and social capital in the student's environment, social 
capital being the norms, social networks, and social relationships that 
benefit the child. Confirmatory factor analysis was used to operationalize 
social capital in home and school . Social capital of the home was measured by 
12 survey variables focusing on parental expectations and involvement in 
student's high school activities. Social capital in school was measured by 
six variables related to teacher and guidance counselor influences. Data were 
examined for 1,658 Latino and non-Latino White sophomores in 13 western 
states, and for 1,329 of these students still in school 2 years later. 
Scholastic performance was measured by grade point average and by educational 
attainment 6 years after the sophomore survey. Educational attainment was 
lowest for students in vocational programs, whether Latino or white, a 
finding not fully explained by socioeconomic status (SES) . White students in 
vocational programs had less social capital from home than Latinos in 
college-bound programs, and slightly less social capital from home than 
Latinos in vocational programs. Findings were similar for social capital from 
school. The study concludes that the social capital of home and school 
environments is very important in determining educational outcomes of both 
White and Latino youth, holding SES constant. Suggestions are offered for 
improving social capital formation in public schools. (Contains 28 
references.) (SV) 
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SUMMARY AND OVERVIEW 



Using the High School and Beyond dataset, this report attempts to determine whether 
the economic concept known as "social capital" can help explain the academic achievement of 
Latino students. The report also relates the pre-labor market environment of youth to the basic 
economic theories which try to account for the status of Latinos in the labor market. 
Specifically, the report assesses the importance of human, financial and social capital in 
determining the academic (and life) outcomes of Latino youth. 

While the report initially posits the role of financial, human and social capital available 
in the three separate pre-labor market environments of the home, school and community, many 
of these aspects of the study eventually drop out. The concepts of financial and human capital 
provided by the home are replaced by the composite variable of socioeconomic status (SES). 
In addition, the High School and Beyond dataset does not provide sufficient information on the 
community to allow for measurement of any type of "capital" in that realm; nor is the human 
and financial capital provided by the school environment operationalized. Hence, the report is 
left to focus on measuring the social capital available to the student (Latino and non-Latino) at 
home and in the school, holding in consideration the SES and the student's own effort level 
(measured in hours spent on homework). Confirmatory Factor Analysis is the selected 
method; Latino and White students are the selected populations. 

The targeted populations are divided into four categories based on race and educational 
tracking: Latinos in college-bound or vocational programs, and Whites in college-bound or 
vocational programs. Although a number of the theoretical factors are not measured, the study 
shows that, amongst these four groups, educational attainment is by far the lowest for those in 
vocational programs, whether Latino or White. SES does not appear to fully explain this 
outcome, because Latinos in college-bound programs out-perform Whites in vocational 
programs despite the two groups' similar socioeconomic backgrounds. This is to say that 
Whites in vocational programs perform just the same as or worse than Latinos in vocational 
programs, despite the White students' higher SES. 

Picking twelve variables which are meant to quantitatively measure the social capital of 
the student's home, the study then goes on to see whether "social capital" is more useful than 
SES in predicting educational outcomes of Latinos and non-Latinos. The twelve variables 
selected focus on the parents' involvement in the student's high school activities. These 
dimensions of "social capital" appear to be more useful than "socioeconomic status" (SES), 
because, upon quantifying the twelve variables within the four different groups, it is found that 
Whites in vocational programs have less social capital available from home than Latinos in 
college-bound programs. White youth in vocational programs even have slightly less "social 
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capital" than Latino youth in vocational programs. This also holds true when the social capital 
of school is measured, using six variables which focus on the influence of teachers and 
guidance counselors. 

The study concludes that the "social capital" from the home and school environments 
are very important factors in determining educational outcomes of both White and Latino 
youth, holding SES constant. Citing the small amount of time spent on homework, it further 
concludes that the idea of individual intelligence is overemphasized in our public school 
system. What is statistically significant is the importance of "social capital" for all students, 
strongly suggesting that home and school environments which foster guided reading and 
writing activities, are more conducive to improved educational outcomes than the 
"socioeconomic status" (SES) of students. The study recommends that further work is needed 
to better qualify social capital in the pre-labor market environment of youth. 
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Introduction 



I. Background 

Since the Great Depression years, and especially after the 1960’s, a concerted effort has 
gone into understanding poverty and income inequality. To account for differences in income, 
economists have developed income profiles based on an individual's age, number of years of 
schooling, type of occupation, number of hours worked, experience, region, industry type, 
and language proficiency. Almost all empirical studies of this kind find that women have lower 
earnings than men, and that White men tend to earn more than Black and Latino men, ceteris 
paribus. 

This may be due to discrimination, in part. According to Ehrenberg and Smith (1994) 

, there are two types of discrimination, personal discrimination and statistical discrimination. 
Personal discrimination exists because the employer, fellow employees, or consumers prefer 
not to interact or work with certain individuals, such as minorities and women. The 
consequences for the discriminated group of individuals are lower employment opportunities 
and wages. 

Lower employment opportunities also result from statistical discrimination. In hiring, 
employers have to judge the potential employee usually with only limited information. In such 
cases, statistical discrimination occurs if the decision to hire is based not on the true potential of 
the individual, but on generalizations about the group of which the applicant is a member. An 
employer may choose not to hire a female, for instance, under the presumption that her labor 
force participation will be interrupted by her domestic responsibilities. 

Following the two theories presented above, some economists argue that under a 
competitive labor market environment the laws of supply and demand predict that 
discriminating firms would lose money, relative to nondiscriminating firms. A discriminating 
firm, in excluding certain types of workers, creates a smaller labor pool from which to hire. 
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Since potentially fewer workers are pursuing the same jobs, workers can demand higher 
wages. On the other hand, nondiscriminating firms would face an oversupply of workers, 
which would serve to depress wages, to the advantage of these firms. Thus, 
nondiscriminating firms would win as a result of the conscious discrimination of other firms . 
Proponents of these theories therefore argue that perfect competition is the solution to 
discriminating practices in the labor market. 

Other economists question this logic, however, claiming that the labor market is not 
one big labor market, but separate labor markets, each with its own pay scale. Thus, even if a 
given labor market becomes competitive, discrimination against minorities and women will 
exist as long as barriers to movement out of low wage sectors persist. 

Ehrenberg and Smith also have three explanations to explain the wage differential 
between the different labor sectors: the overcrowding theory, the dual labor market theory, and 
the collusive employer theory . 1 The overcrowding theory states that barriers to labor mobility 
are purposely placed to create an oversupply of workers in certain labor markets. This 
oversupply or “overcrowding” then serves to depress wages in those labor markets. The Dual 
Labor Market theory is similar, except that it postulates that there are two labor markets, a 
primary and a secondary one. The primary is a high wage market where workers are expected 
to have more education and work independently. The secondary labor market is characterized 
as a low wage market with few fringe benefits. Secondary workers are viewed as not having 
had much education and needing direct supervision, with few fringe benefits. Besides the 
more general “overcrowding” theory and the more specific Dual Labor Market theory, 
economists have also postulated a third theory that if employers collude to become 
monopsonistic (sole employer), wages can be kept low in a given stratum. If such is the case, 
the possibility exists that White employers can force minority workers to accept lower wages. 



1 Once again, see Ehrenberg and Smith (1994) , chapter 12, for a list of the proponents of these 
theories. 
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A drawback of the theories presented thus far is that they overlook the role of the 
individual in the income attainment process. According to human capital theorists, individuals 
make conscious decisions to invest in their education or training to maximize their lifetime net 
returns. A high school student will decide, for instance, to finish high school only if the rate of 
return from finishing is higher than the rate of return from dropping out. Thus, human capital 
theory suggests that dropping out of high school may be an economically rational decision. It 
justifies the action based on the student’s evaluation of the returns from different alternatives, 
ceteris paribus 2 , i.e., given the structure or the discriminating practices of the current labor 
market and the pre-labor market environment. 

Thus far, economists have given much attention to the structure and importance of the 
current labor market and the human capital model for explaining individual success in the 
economy. However, little has been said about the pre-labor market environment; about the 
way people develop contacts and/or experiences which in turn inform them of their future 
opportunities. Economists have long realized that some opportunity sets are important in early 
years, such as the quality of the school, home, and neighborhood. These factors can, to a 
large extent, determine what a student learns, the grades the student receives, and the student’s 
level of educational attainment. For instance, Card and Krueger (1992) found that 
improvements in the quality of schools attended by Southern-bom Blacks can explain up to 
twenty percent of the narrowing in the Black-White earnings gap between 1960 and 1980. But 
students today are influenced by much more than these factors, by their peers, associations and 
mass media. 

Even though research on the pre-labor market environment, particularly the physical 
conditions at school, promises to provide a better understanding of the income attainment 
process, the field of economics has been slow to explore the out-of school influences. For 
instance, in the Card and Krueger study mentioned above, the variables used to measure 
school quality (pupil-teacher ratios, annual teacher pay, and length of academic term measured 

2 Ceteris paribus, a term widely used in Economics, is Latin for “everything else constant.” 
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in days) seem to measure only the financial resources of the school. In addition, these 
variables only address inter-school comparisons that cannot possibly capture whether or not 
two groups of students are treated differently both outside and within the same school. In 
another study, this time regarding gender, Sadker and Sadker (1994) found that schools 
shortchange girls. They note that in the early years girls are equal or even ahead of boys on 
almost every standardized test, but by the time they leave high school, they test below boys in 
almost every subject, especially in the sciences and in math. This, they claim, is a consequence 
of the lower expectations and attention that girls face in comparison to boys both outside and 
within the same classroom. 

Altogether, these theories and findings serve to reveal the complexity of understanding 
poverty and inequality in society. They also reveal that more research is needed to group the 
way a young person's future is developed both within and outside of school. How much of 
that future is determined by finances, "human capital" decisions, sheer individual fortitude or 
by the so-called "environment?" How much of the future is molded by others who live and 
work with our youth? 



II. Objectives 

There are two related issues that this study will address concerning the pre-labor 
market environment: one, how to theoretically depict it; and two, how to empirically account 
for it. 

The concepts of human, financial, and social capital will be used to address the first 
issue. For this study financial capital refers to the monetary and material resources available to 
the student, whether at school, at home, or in the community. Human capital refers to the 
quantity of knowledge and education that those around the student possess. Finally, social 
capital refers to the attention and high expectations that result from the trusting relationships 
others form with the student. It is a qualitative variable that is usually difficult to measure. 
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The second issue will be addressed by justifying the use of Confirmatory Factor 
Analysis over other popular latent variable (composite variable) estimation techniques such as 
Summated Rating Scales, Loglinear Analysis with Latent Variables, Latent Class Analysis, and 
Factor Analysis. 

Given the factors and the ways in which they can be operationalized, it will then be 
shown that they are indeed useful for evaluating the type of education the student obtains. The 
estimated latent variables representing each factor will be examined individually using One-way 
Analysis of Variance and Contingency Table Analysis, as well as in a multivariate setting with 
a Logistic Regression. 

This study, therefore, has three objectives and three questions. The objectives are: 

1) To delineate the factors depicting the pre-labor market environment of White and Latino 

youth; 

2) To discuss how these factors might be statistically operationalized through latent variable 

estimation techniques; and 

3) Using 1) and 2), to try to explain empirically why large numbers of Latino youth have 

relatively poor performance in high school. 

The questions to be addressed are: 

1 ) Do Latinos really perform much worse on scholastic tests than non-Hispanic Whites, 
ceteris paribus ? 

2) Can the variables of social capital of the school, social capital of the home, socioeconomic 
status, and student effort, be used to explain the differences between these groups of 

students? 

3) Is social capital an important element affecting the scholastic achievement of White and 
Latino youth? 

To accomplish these goals, this study will need to go beyond the field of economics. It will 
have to borrow from the fields of education and sociology. 
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Section 2 

Theoretical Considerations: Financial, Human, and Social Forms of Capital 
I. Introduction 

Empirically, our current ability to measure the environment surrounding a student, 
whether at home, at school, or in the community, is rather limited. There is no cohesive theory 
indicating the factors that should be measured, much less, one that describes how these factors 
affect student behavior. What is needed is a catalyst that can move the science of empirically 
accounting for the environment of an individual to a new level. Coleman (1988) seems to 
have provided this catalyst by popularizing the concepts of financial, human, and social capital 
as mutually exclusive resources available to individuals at varying levels. Nonetheless, the 
catalytic reaction is barely taking force. There is much more that needs to be done before we 
can confidently say that we are empirically controlling for the environment. My review of the 
large body of research on social environments conducive to learning suggest that the following 
characteristics are imperative to achievement: high educational expectations, open styles of 
communication, low-key, yet supportive parental reactions to grades, high parental interest 
and involvement, emphasis on hard work and not ability, parental monitoring, and student 
involvement in the decision-making at home (Dombusch & Wood, 1989; Ecksel, 1992; Lopez, 
1994) . 

Another sign of the underdevelopment of social factors is evident when we attempt to 
measure the many meanings of "environment." This is illustrated in the following variables, 
which many of the studies used to measure the social capital of the home: current living 
arrangements, early childbearing, household size, number of siblings, mother worked while 
child was young, both parents in household. These variables all assume that one situation is 
necessarily better than the other and that the better situation is representative of higher levels of 
social capital. Take, for example, the variable "both parents present at home. " This is 
presumably the preferred situation, i.e. if both parents are mature individuals, they get along 
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